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Accounting Officer's responsibility and approval of Annual Financial 
Statements 


The acceunting officer is required by the Munidpal Finance Management Act - Act no 56 of 2003 , to maintain adequate 
accounting recordE and is responsible for the content and integrity of the annual financial statements and related financial 
information induded in this report. It Is his responsibility to ensure that the annual financial stalements fairly present the 
state of affairs of the municipality as at (he end of the financial year and the results of its operations and cash flows for the 
period then ended, In con fomilty with Generally Recognised Accounting Practice (GRAP) . The eternal auditors are 
engaged to express an Independent opinion on Ihe annual financial statements . 


The annual financial statements are prepared In accordance with Generally Racognlsed Accounting Practice (GRAP) and 
are based upon appropriate accounting policies consistently applied and supported by reasonable and prudent judgments 
and estimates. 

The accounling officer acknowledges that he is ullimately responsible for the system of Internal financial control ostabllshad 
by the municipality and places considerable Importance on maintaining a strong control environment. To enable the 
executives to meet these responsibilities, the council sets standards for internal conlrol aimed at reducing the risk of error 
or loss In a cost effective manner. The standards Include the proper delegation of responsibilities within a clearly defined 
framework, effective accounting procedures and adequate segregellon of duties to ensure an acceptable level of risk. 

These controls are monitored throughout the municipality and all employees are required to maintain the highest ethical 
standards in ensuring the municipallt/s business is conducted in a manner that In all reasonable circumstances Is above 
reproach. The focus of risk management In Ihe municipality is on identifying, assessing, managing and monitoring alt known 
fornis of risk across the municipality. While operating risk cannot be fully eliminated, the municipality endeavours to 
minimise It by ensuring that appropriate Infrastructure, controls, systems and ethical behaviour are applied and managed 
wllhin predetermined procedures and constraints. 


The accounting officer is of the opinion, based on the information and explanations given by management, that the system 
of internal conlrol provides reasonable assurance that Ihe financial records may be relied on for the preparation of the 
annual financial statements . However, any system of Internal financial control can provide only reasonable, and not 
absolute, assurance against material misslatenierit or less. 

The accounting officer has reviewed the municipality's cash flow forecast for the year to 30 June 2010 and, in Ihe light ot 
this review and the current financial position, he Is satisfied that the municipality has or has access to adequate resources 
to continue In operational existence for the forieseeable future. 

The external auditors are responsible for independently reviewing and reporting on the municipality's annual financial 
statements. The annual financial statements have been examined by the munldpslll/s external auditors and thalr report Is 
presented on page 5. 
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Chief Financial Officer's Report 

To the bs&t of my knowledge and based on the financial records of NKomazI Local Municipality, the annual financial stalements fairly represent 
the state of affairs of the municipality and its perfomiance against the budget its management of revenue^ expenditure, assets and liabilities, Its 
business activilies, financial results for the year ended 30 June 2009 . 

1 . Review of activities 

Main business and operations 

Nkomazi Local Municipality is a medium capacity municipality and delivers basic services such as water, electricity and 
refuse removal services to the community of NkomezI within its area of jurisdiction. 

The operating results and state of affairs of the municipality are fully set out In the atta^ed annual financial statements and 
do not in our opinion require any further comment. 

Net surplus of the municipality Was R 99,228,383 (2008; surplus R 66,859,435). 

2. Going concern 

The annua) financial stalemenls have been prepared on the basis of accounting policies applicable to a going concern. This 
basis presumes lhal funds will be available to finance future operations and that the realisation of assets and settlement of 
liabilities, contingent obtigations and commitments will occur in the ordinary course of business. 

3. Events alter reporting date 

The executives are not aware of any matter or circumstance arising since the end of the financial year. 

4. Accounting policies 

The Implementation of Generally Recognised Accounting Practice (GRAP) standards were applied In the current year and 
prior year figures were restated. 

Main changes include the unbundling of previous reserve accounting under the IMFO accounting standards 

The Impact an the results of the municipality In adopting (he GRAP Is reflected In note 31 to the annual financial statements . 

5. Non-current assets 

Details of major changes In the nature of the non-current assets of the municipality during the year were as follows; 

Fixed Assets as previously reported were measured using the depreciable replacement cost method In order to adopt 
GRAP 17: Property, Plant and Equipment. Assets were also reclafislfied In relevant asset classes under Properly, Plant and 
Equipment, I nveslment property and Biological assels. 

6. Auditors 

The Audltar-General, Mpumulanga will continue In office In as registered auditors. 


Expression of Gratitude 

I am thankful to the Executive Mayor, the Speaker and members of the Mayoral Committee, Councillors, the Acting Municipal 
Manager and all Heads of the various departments for (heir support. 

A special word of gratitude to the members of the Budget & Treasury Portfolio committee and the staff under my direction, for 
without their hard work, support and integrity the work of the financial administration would be Impossible. 


Mrs. 3.N.N. Mabaso 
Chief Financial Officer 
Nkomazi Local Municipality 
31 August 2009 
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Statement of Financial Position 



Note(s) 

2009 

R 

2008 

R 

Assets 




Non-Current Assets 




Biological assets 

2 

12,105,777 

12,105,777 

Investment property 

3 

8,167,000 

8,167,900 

Property, plant and equipment 

4 

666,636,399 

626,310,601 



686,910,076 

646,593,368 

Current Assets 




Inventories 

12 

174,614 

1,262,283 

Other financial assets 

5 

86,166,258 

3,229,070 

Trade and other receivables from exchange transactions 

13 

18,038,642 

22,716,216 

Deposits made 

9 

545,449 

477,649 

OLhar receivables from non-exchange transactions 

10 

1,176,351 

82,363 

VAT Receivable 

11 

11.672.677 

21,171,176 

Cash and cash equivalents 

14 

15,437.406 

30,549,196 


— 

133,211,477 

70,487,043 

Total Assets 

I 

820.121.553 

726,081,311 

Net Assets and Liabilities 




Net Assets 




Net Surplus /(Deficit) 


760,035,560 

660.607,177 

Liabilities 




Non-Current Liabilities 




Borrowings 

16 

6,376,431 

6,481,609 

Finance lease obligation 

16 

4.096,316 

1,021,814 

Operating lease liability 

7 

215,035 

45,289 



9,692,062 

7,548,712 

Current Liabilities 




Borrowings 

15 

1,105,179 

4,810,872 

Finance lease obligation 

16 

1,117,565 

476,700 

Operating lease liability 

7 

30,440 

100,403 

Trade and other payables 

IS 

24,976,156 

25.575,448 

Provisions 

17 

3,226,440 

2,934,701 

Unspent government grants 

18 

19,938,111 

23,827,109 



50,393,911 

57,725,422 

Total Llabllllles 

60,005,993 

65,274,134 

Total Nat Assets and Liabilities 

820,121,553 

726,081,311 


7 





22. Sep. 2009 11:49 


CFO OFFICE 


No, 1220 


P. 9/64 


Nkomazi Local Municipality 

Annual Financial Statoments for the year ended 30 June 2009 

Statement of Financial Performance 



Motefs) 

2009 

R 

2006 

R 

Ravanue 

21 

331,664,121 

264,796,393 

Cost of basic service delivery 

22 

(26.212,290) . 

(20,655,028) 

Gross surplus 


305,471,631 

234,143,365 

Other income 

36 

5.366.354 

5,056,622 

Expenses 

(225,717.200) 

(181.815,365) 

Operating surplus 


65,140,985 

67,384,822 

Investment revenue 


17.419,707 

469,991 

Merk-fo-market adjustments on biological assets 

aO 

24 

- 

12,105,777 

Finance costs 

25 

(3,332,309) 

(3,101,156) 


Surplus for the year 99.226,363 66,659,435 
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Statement of changes in Cash Flow 



Nola(s) 

2009 

R 

2000 

R 

Cash flows from operating activities 




Cash receipts from customers and government grants 

Cash paid to suppliers and employees 


335.649,312 

(214.726,420) 

252,275,056 

(197.260.930) 

Cash generated from operations 

Interest Income 

Finance costs 

27 

120,922,892 

17,419,707 

(3.332,309) 

55,005,117 

469,991 

(3,101,165) 

Net cash from operating activities 


135,010,290 

52,373,953 

Cash flows from investing activities 




Purchase of property, plant and equipment 

GRAP Valuation for investment property 

Investments 

Interest receivable 

VAT paid 

GPAP adjustment to assets (non-cash) 

4 

3 

(70,608.232) 

(62,937,108) 

(1,093,990) 

9.496.499 

(611.030,852) 

(8,167,900) 

(431,099) 

324,659,000 

Net cash from investing activities 


(145,140,919) 

(295.770,651) 

Cash flows from financing activities 




Repayment of borrowings 

Movement in unspent conditional grants & receipts 

Finance lease payments 

Loans redeemed and Other Capital Receipts written back 


1,121,450 

(3,808,998) 

3,718,780 

(767,516) 

14,741,161 

1,408,613 

196.878.359 

Net cash from financing activities 


(4,901,061) 

212,360,617 

Total cash movement for the year 

Cash at the beginning of Lha year 


(15,111.710) 

30,549,196 

(31,056,081) 

61,604.277 

Total cash at end of the year 

14 

15,437,486 

30,549,196 
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Accounting Policies 


1. Basis of preparation of Annual Financial Statements 

The annusi financial statements have been prepared on an accrual basis of accounting end are In accordance with 
historical cost convention unless specified otherwise. These annual financial statements have been prepared In accordance 
wilh Generally Recognised Accounting Practice (GRAP), Issued bythe Accounllng Standards Board In accordance with 
Section 122(3) of the Municipal Finance Management Ad, (Act No 58 of 20D3). 


The standards Included In the GRAP reporting frameworir, as determined in Directive 5 Issued by the Accounting Standards 
Board are summarised as follows; 


standard 

Title of Standard 

GRAP1 

Presentation of Financial Statements 

GRAP 2 

Cash Flow Slatements 

GRAP 3 

Accounting Policies, Changes In Accounting Estimates and Errors 

GRAP 4 

The Effects of changes In Foreign Exchange Rates 

GRAP 5 

Borrowing Costs 

GRAP 6 

Consolidated and Separate Financial Statements 

GRAP 7 

Investments In Associate 

GRAPB 

Interesl In Joint Ventures 

GRAP 9 

Revenue from Exchange Transactions 

GRAP 10 

Financial Reporting in Hyperinflatlonaty Economies 

GRAPH 

Construction Contracts 

GRAP 12 

Inventories 

GFiAP13 

Leases 

GRAPH 

Events after the reporting date 

GRAP 16 

Investment Property 

GRAP 17 

Properly Plant and Equipment 

GRAP 19 

Provisions, Conlingent Liabililiss and Contingent Assets 

GRAP 100 

Non-current Assets held for Sale and Discontinued Operations 

GRAP 101 

Agriculture 

GRAP 102 

Intangible Assets 

IFRS 3 (AC 140) 

Business Combinations 

IFRS 4 (AC 141) 

Insurance Contracts 

IFRS 6 (AC 143) 

Exploration for and Evaluation of Mineral Resources 

IFRS 7 (AC 144) 

Financial Inslrumbnts: Disclosures 

IAS 12 (AC 102) 

Income Taxes 

IAS 19 (AC 110) 

Employee Benefits 

IAS 32 (AC 125) 

Financial Inslruments: Presentetton 

IAS 36 (AC 126) 

Impalmnsnt of Assets 

IAS 30 (AC 133) 

Financial Instruments: Recognition and Measurement 


Accounting policies for material transactions, events or conditions not covered by the GRAP reporting framework, as 
detailed above, have been developed In accordance with paragraphs 7, 11 and 12 of GRAP 3 and Ihe hierarchy approved 
In Directive 5 issued by Ihe Accounling Standards Board. 


1. Terniinology differences; 


Standard of GRAP 

Statement of financial performance 

Statement of financial posilion 

Statement of changes in net assets 

Net assets 

Surplusfdefldt 

Accumulated surplus/deficit 

Contributions from owners 

Distributions to owners 


Replaced Statement of GAAP 
Income Statement 
Balance Sheet 

Statement of changes In equity 

Fquity 

Profit / Loss 

Retained Earnings 

Share capital 

Dividends 


2. The cash flow statement can only be prepared In accordance with the direct melhod. 

3. Specific infonnallon has bean presented separately on the statement of financial posilion such as: 

(a) Receivables from non-exchange transactions. Including taxes and transfers 

(b) Taxes and transfers payable 

(c) Trade and other payables from non'exchange transactions 
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Accounting Policies 


4. Amount end nature of any reslrlcllons on cash balances Is required. 

Paragraph 1 1 - 15 of GRAP 1 has not been Implemented due to the fact that the local and Internetlonel budget reporting 
standard is not eFfsctlva tOr this financial year. Allhough Ihe incIuGlon of budget Information would enhance the usefulnees 
of the financial statements, non-disclosure will not affect the objective of the financial statements. 


These accounting policies are consistent with the previous period, except for the changes set out in note First-time 
adoption of Generally Recognised Accounting Practice (GRAP), 

1.1 Basis of accounting 

Basis of presentelion: 

The alinUal financial statements have beeli prepared on an accrual basis of accounling and are in accordance With 
historical cost convention unless specified otherwise. 

These annual financial statements have been prepared in accordance with Generally Recognised Accounting Practice 
(GRAP), Issued by the Accounting Standards Board In accordance with Section 122(3) of the Municipal Finance 
Management Act, (Act No 56 of 2003). 

The principal accounting policies adopted in the preparation of these ennual finanda) statements are set out below. 

Assets, liabilities, revenues and expenses have not been offset except when offsetting is required or permitted by a 
Standard of GRAP. 

The accounting policies applied are consistent with those used to present the previous year's financial statements, unless 
explicitly stated. The details of any changes in accounting policies are explained in the relevant policy. 

Presentation currency; 

These annual financial statements ere presented In South African Rand, which is the frinctional currency Of the municipality. 
Going concern assumption; 

These annual financial statemenls have been prepared on Ihe assumption that the municipality will continue to operate as a 
going concern for at least the next 12 months. 

Comparative Information: 

Budget infornialion in accordance wilh GRAP 1 and 24, has been provided in an annexure to these financial statements 
and forms part of the audited annual financial statements. 

When the presentation or classification of items in the annual financial statements Is amended, prior period comparative 
amounts are restated. The nature and reason for the reclassification is disclosed. Where accounting errors have been 
Identified in the current year, the correction Is made retrospectively as far as Is practicable, end the prior year comparatives 
are restated accordingly. Where there has been a change In accounting policy In the current year, the adjustment Is made 
retrospectively as far as is practicable, and the prior year comparalives are raslaled accordingly. 


Standards, amendments to standards end Intelpretallons Issued but not yet effective: 

These standards, amendments and Interpretations relate to annual periods beginning on or after spestfic mentioned 
dates below and the details ere as follow: 

GRAP 18 - Segment Reporting 

New standard of GRAP dealing with prasentallon and disclosure requirements In respect of eegment reporting which 
require significant new discIosures.To be determined by the Minister of Finance (Issued March 2005) 


GRAP 21 - Impaimnent of Non-cash-generating Assets 

New standard of GRAP dealing wilh the requirements around determining impairments of non-cash generating assets. To 
be determined by the Minister of Finance (Issued March 2000) 
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Accounting Policies 


1.1 Bests of accounting (continued) 

GRAP 25 - Revenue from Non-exchange transecttons 

New standard of GRAP dealing with revenue from non-exchange transactions, including grant income, levies and taxes. 
This Is likely to change the way that grants are accounted as the new standard eliminates the matching principal and 
focuses only on the conditions as a factor for determining (he recognition of grant revenue. To be determined by the 
Minister of Finance (issued February 2Q08) 


GRAP 24 - Presenlation of Budget Information in the Financial Statements 

New standard of GRAP dealing v41h the presentation and disclosure of budget Infonmadon as required by CRAP 1. The 
Impact of (his Is currently being assessed by management as part of the GRAP conversion. To be determined by the 
Minister of Finance (Issued November 2007) 


GRAP 26 - Impairment of Cash-generating Assets 

New standard of GRAP dealing with the requirements around detemninmg impairments of cash generating assets. The 
Impact of this Is currently being assessed by management as part of the work on compilation of GRAP compliant asset 
registers. To be determined by the Minister of Fjnence (Issued March 200d) 

GRAP 103 - Heritage Assets 

New standard of Gi^P dealing with the recognition, subsequent measurement, presentetlon and disclosure of herilage 
assets. The impact of this Is currently being assessed by management as part of the work on assets. To be determined by 
the Minister of Finance (Issued July 2008) 

Amendment to IFRS 3 - Business Combinations 

Amendments to accounting for business combinations. The munlclpallly has not entered Into any business comblnattohs. 
As such It is anticipated that the amendment to the Standard will not have an Impact on financial results of the nf^unldpalUy - 
1 July 2009 


Amendment to IFRS 7 - Financial Inslrumenls: Disclosures 

Presenlalion of finance costs - This amendment to Lhe Standard enhances disclosure of finance costs. As such It Is 
anticipated (hat the amendment to the Standard v^ll not have an Impact on financial results of the municipality. 

(1 January 2009) 

Arnondment to IAS 19 - Employes Benefits 
The amendment affects the following; 
oCurtailments and negative past service cost 
oPIan administralion costs 
oReplacement of term Tall due” 
oGuldance on contingent liabilities 

These changes are not expected to have a significant Impact on the financial results of the municipality (1 January 2009) 


Amendment to IAS 36 - Impairment of Assets 

Disclosure of estimates used to determine recoverable amount. 

The amendment to the Standard enhances disclosure of estimates applied In determining the recoverable amount. As such 
it is anticipated (hat the amendment to the Standard will not have an Impact on financial results of the municipality. 

(1 January 2009) 


Amendment to IAS 36 " Impairment of Assets 

Unit of accounting for goodwill Impairment test. The munldpalily has not entered into any Iransactions that give rise to 
goodwill. As such It Is anticipated lhat the amendment to the Standard will not have an Impact on financial results of the 
municlpalily. (1 January 2010) 


Amendment to IAS 3D - Financial Instruments: Recognition and Measurement 
The amendment affects Lhe following: 

oReclassification of derivatives into or out of the classificalion of at fair value through profit or loss. 

oDesIgnatlrig and documenting hedges at the segment level. 

oAppllcable effective Interest rate on cessation of fair value hedge accounting. 

The municipality does not have any derlvalivo financial Instruments or hedge Instruments and does not apply hedge 
accQunllng. As such It Is anticipated lhal the amendment to the Standard will not have an Impact on financial results of the 
municipality. (1 January 2009) 
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Accounting Policies 


1.1 Basis of accounting (continued) 

Amendment to IAS 39 -Financial Instruments; Recognition end Measurement 
The amendment clarifies two hedge accounting Issues: 
olnflatlon )n a financial hedged item. 

□A one-sided risk in a hedged item. 

The municipality does not apply hedge accounting. As such it is anticipated that the amendment to the Standard will not 
have an impact on financial results of the municipality. (1 July 2009) 


Amendnrient to IAS 39 -Financial Instruments; Recognition and Msaeurement 
The amendment affects the following; 

□Treating loan prepayment penalties as closely related embedded derivatives 
□Scope exemption for business combination contracts 
oCash flow hedge accounting 

The municipality Is not subject to any loan repayment penalllss and It does not apply hedge accounting, as It does not have 
any hedge Insiruments. As such it is anticipated that the amendment to the Standard will not have an impact on financial 
resulls of the municipality. (1 January 2010) 


Interpretation 

* IFRIC 9 - Reassessment of Embedded Derivatives 
IFRIC 12 - Service Concession Arrangemenls 
IFRIC 13 - Customer Loyalty Programmes 

IFRIC 14--IAS 19; The Limit on a Defined Benefit Asset, 
Minimum Funding Requirements and their Interaction 
IFRIC 15 -Agreements for the Construction of Real Estate 
IFRIC 1G - Hedges of a Net Investment In a Foreign Operation 

* IFRIC 16" Hedges of a Net Investment In a Foreign Operation 
IFRIC 17 " Distribution of Non-cash Assets to Owners 


Annual periods beginning on or after 
1 July 2000 
1 January 2008 
1 July 2000 


1 January 2008 
1 January 2009 
1 October 20DB 
1 July 2009 
1 July 2009 


* Standards and Interpretations affected by the Improvements to IFRS 
Significant judgements: . 

In preparing the financial statements, management is required to make estimates and assumptions that affect the amounts 
presented in the financial statements and related disclosures. Use of available Information and the application of 
judgement are inherent in the fomietlon of estimates. Actual results In the future could differ IVom these estimates which 
may be material to the financial statements. Significant Judgements Include; 

Loans and racalvablas 

The municipality assesses its loans and receivables for impairment at each reporting date. In determining whether an 
Impainnenl loss should be recorded in the Statement of Financial Performance, the municipality makes judgements as to 
whether there is observable data Indicating a measurable decrease in the estimated future cash flows from a financial 
asset. 

The Impalmient for loans and receivables Is calculated on a portfolio basis, based on historical deficit ratios, adjusted for 
national and Induslry-speclfic economic conditions and other indicators present at the reporting date that correlate with 
defaults on the portfolio. These annual deficit ratios are applied to loan balances In the portfolio and scaled to the 
estimated deficit emergence period. 


Halr-value estimation— 

The fair value of financial instruments traded In active markets (such as trading and available-for-sale securities) Is based 
on quoted market prices at the reporting date. The quoted market price used for financial assets held by the municipality Is 
the current bid price. 

The fair value of financial instruments that are not traded in an active market (for example, overThe counter derivatives] is 
determined by using valuation techniques. The municipality uses a variety of methods and makes assumptions that are 
based on market conditions existing at each reporting date. Quoted market prices or dealer quotes for similar Instruments 
are used for long-term debt. Other techniques, such as estimated discounted cash flows, are used to determine fair value 
for the remaining financial Ihstriiments. 
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1.1 Bests of eccounllng (continued) 

Impfllrment tesUng 

The municipality reviews and tests the carrying Value af assets when events or changes in circumstances suggest that the 
carrying amount may not be recoverable. If there are indications that impairment (i.e. carrying amount Is less than 
recoverable amount) may have occurred, estimates ere prepared of expected future cash flows for each group of assets. 
The recoverable amounts of cash-generating Onlts and Individual assets have been delemilned based on the higher of 
value-ln-use calculations and fair values. 


Effective Interest rate and dafarrad payment terms 

The municipality uses an appropriate Interest rate, taking Into account guidance provided in the accounting Standards, and 
applying professional judgement to the specific circumstances, to discount future cash flows. 

Appropriate adjustments have been made to compensate for the effect of deferred settlement terms that materially impact 
on the fair value of financial instruments, revenue and expenses at Initial recognition. The adjustments require a degree of 
estlmallon around the discount rates and periods used. 


Provisions 

Provisions are measured at the management's best estimate of the expenditure required to settle the obligation at the 
reporting date, and are discounted to present value vdiere the effect Is material. 

.Useful lives-anri rs.-^idiiHl vaIurh 

The municipality re-assees the useful lives and residual values of properly, plant and equipment on an annual basis. In re- 
assessing the useful lives and residual values of property, plant and equipment management considers the condition and 
use of the Individual assets, to determine the remaining period over which the asset can and will be Used. 

1.2 Biological assets 

The municipality shall recognise a biological asset when, and only when; 
the entity controls the asset as a result of past events; 

It Is probable that future economic benefits associated with the asset will flow to the entity; and 
the fair value or cost of the asset can be measured reliably. 

Biological assets are measured at their fair value less estimated point-of-sale costs. 

The fair value of game is determined based on market prices of game of similar age, breed, and genetic merit. 

A gain or loss arising on Initial recognition of biological assets at fair value less esHmalad poInt-of-sale costs is included in 
profit or loss for the period In which It arises. 

Where market detennined prices or values are not available, the present value of the expected net cash inflows from the 
asset, discounted at a current market-detemiined pre-tax rate is used to determine fair value. 

An unconditional government grant related to a biological asset measured at its fair value less estimated point-o^sale costs 
Is recognised as Income when the government grant becomes receivable. 

1.3 Investment properly 
Initial recognition; 

Investment property includes property (land or a building, or part of a building, or both land or buildings held under a finance 
lease) held to earn rentals and/or for capital apprecialion, rather than held to meet service delivery objectives, the 
production or supply of goods or services, or the sale of an asset in the ordinary course of operations. 

At Initial recognition, the municipality measures Investment property at cost Including transaction costs once it masts the 
definition of investment properly. However, whore an Investment property was acquired through a non-exchange 
transaction (I.e. where It acquired the investment property for no or a nominal value), its cost is its fair value as at the date 
of acquisition. 

The cost of self-constructed Investment property Is the cost at date of completion. 
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1 .3 Investment propeity (continued) 

Cost model 

Investment property is measured using the cost model. Under the cost model. Investment property Is carried et cost less 
any accumulated depreciation and any accurtiulated impairment losses. 

Depreciation is calculated on the depreciable amount, using the straight-line method over (he estimated ueeful lives of the 
'' assets. Components of assets that ere significant In relation tc the whole asset and that have different useful lives are 
depreciated separately. The annual depreciation rates are based on the following estimated average asset lives: 


Item 

Property - land 


Useful life 
indefinite 
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1.4 Property, plant and equipment 
Initial recognition: 

Propertyy plant and equipment are tangible non-current assets (including infrastructure assets] that are held for use in the 
production or supply of goods or services, ronlal to others, or for administrative purposes, and are expected to be used 
during more than one year. The municipality racognlses an Item of Property, Plant and Equipment In Its Statement of 
Financial Posillon only whan it Is probable that tha expaded future economic benefits or service potential that are 
attributable to the asset will flow to Ihe municipality and the cost or fair valuo of tha asset can ba maasgred reliably. Items 
of properly, plant and equipment are Initially recognised as assets on acquisition date and are initially recorded at cosl. The 
cost of an item of property, plaht and equipment Is the purchase price and other costs attributable to bring the asset to the 
location end condition necessary for it to ba capable of operating In the manner Intended by the municipality. Trade 
discounts and rebatee ere deducted in arriving at the cost. The cost also Includes the necessary costs of dismantling and 
removing tha asset and restoring the site on which it is located. 


When significant components of an Item of property, plant and equipment have different useful lives, they are accounted for 
as separate items (major components) of properly, plant and equipment. 

Where an asset Is acquired by the municipality for no or nominal considaration (i.e. a non-exchange transaction), the cost is 
deemed to be equal to the fair Value of that asset oh the dale acquired. 

Where an Item of property, plant and equipment is acquired in exchange for a non-monetary asset or monetary assets, or a 
combination of monetary and non-monetary assets, the asset acquired Is Initially measured at fair value (the cost). If the 
acquired Item's fair value was not determinable, it’s deemed cost is the carrying amount of Ihe asseL(s) given up. 

Major spare parts and servicing equipment qualify as property, plant and equipment when the municipality expects to use 
them during more than one period. Similarly, If the major spare parts end servicing equipment can be used only In 
connection with an Item of property, plant and equipment, they ere accounted fores property, plant and equipment. 

Subsequent measurement - Cost Model: 

Subsequent to initial reccgnillon. Items of property, plant and equipment are measured at cost less accumulated 
depreciation and Impairment losses. Land Is not depreciated as It Is deemed to have an Indefinite useful life. 

Where the municipality replaces parts of an asset, it derecognises the part of the asset being replaced and capitalises the 
new component. Subsequent expenditure Incurred cn an asset is capitalised when it increases the capacity or future 
economic ben eftts associated with the asset. 
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1.4 Property, plant and equipment (continued) 

Depredation and Impairment: 

Depreciation Is calculated on the depreciable amount, using ihe eiralght-lltie method over (he estinieled ueetui lives of the 
assets. Components of assets that are significant in relation to the whole asset and that have different useful lives are 
depreciated separately. The annual depredation rates are based on the following esiimated average asset lives: 


Item 

Land 

Infrastructure assets 
Roads &. Paving 
Dwellings 
ElectricKy 
Water 
Sewerage 

Solid Waste Disposal 
Office equipment 
Machinery & equipment 
Furniture and fixtures 
Transport assets 
IT equipment 
Heritage assets 


Average useful life 
Indefinite 

10 - 100 years 
10-30 years 
5 - flO years 
10- 100 years 
15-60 years 
15-56 years 

5- 10 years 

6- 20 years 
5 -10 years 
7 - 20 years 
5 -10 years 
Indefinite 


The residual value, the useful life of an asset and the depredation method is reviewed annually and any changes are 
recognised as a change in accounting estimate In the Statement of Financial Performance. 

The municipality tests for impairment where there is an indication that an a&sat may be impaired. An assessment of 
whether there is an indication of passible impalnnent is done at each reporting date. Where the carrying amount of an item 
of property, plant and equipment Is greater than the estimated recoverable amount (or recoverable service amount), If is 
written down immediately to its recoverable amount (or recoverable service amount) and an Impairment loss Is charged to 
the Statement of Financial Performance, 


Derecognition; 

Items of Properly, plant and equipment are derecognised when the asset is disposed of or when there are no further 
economic benefits or service potential expected from the use of the asset. The gain or loss arising on the disposal or 
retirement of an item of properly, plant end equipment Is determined as the difference between the sales proceeds and the 
carrying value and Is recognised In (he Statement of Financial Performance. 

The gain or loss arising from the derecognition of an item of property, plant and equipment is Included in prolit or loss when 
the item Is derecognised. The gain OF loss arising from the derecognition of an Item of property, plant and equipment Is 
determined as the difference between the net disposal proceeds. If any, and the carrying amount of the Item. 

1.5 Financial Instruments 

Initial recognition and measurement 

Financial Instruments are recognlead Initially when the municipality becomes e party to the contractual provisions of the 
InElruments. 

Tha municipality classifies flnandal Instruments, or their component parts, on initial recognition as a financial asset, a 
financial liability or an equity instrument In accordance with the substance of the contractual arrangement. 

Financial Instruments are initially recognised at fair value, except for equity investments for which a fair value is not 
determinable, which are recognised at cost and are classified as available for sale financial assets. 

For financial InGtrumente which are not at fair value through surplus or deficit, transaction costs are included in the initial 
measuremant of the Instrument. 
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1.5 Financial instruments (continued) 

Subsequent measurement 

Financial Assets are categorlGsd according to their nature as either financial assets at fair value through profit or loss, held- 
to maturity, loans and receivables, or available for sale. Financial liabilities are categorised as either at fair value through 
profit or loss or financial liabilities carried at amortised cost ("other"). The subsequent measurement of finandal assets and 
ilabililles depends on this categorisation and, In the absence of an approved GRAP Standard on Financial Instruments, Is in 
accordance with IAS 39. 


Trade and other receivables 

Trade and other receivables are categorised as flnandat assets; loans and receivables and are Initially recognised at fair 
Value and subsequently carded at amortised cost. Amortised cost refers to (he milial carrying amount, plus interest, less 
repayments and Impairments. An estimate Is made for doubtful receivables based on a review of all outstanding amounts at 
year-end- Significant financial difficulties of ths debtor, probability (hat the debtor will enter bankruptcy or financial 
reorganisation, and default or delinquency In payments (more than 30 days overdue) are considered indicators that the 
trade receivable is impaired. Impairments are determined by discounting expected future cash flows to their present value. 
Amounts that are receivable vdthin 12 months from the reporting date are classified as current. 


An impairment of trade receivables is accounted for by reducing the carrying amount of trade receivables through the use of 
an allowance account, and the amount of the loss Is recognised in the Statement of Financial Performance within operating 
expenses. When a trade receivable Is uncollectible, It Is written off. Subsequent recoveries of amounts previously written off 
are credited against operating expenses In the Statement of Finandal Performance. 


Trade payables and borrowings 

Financial liabilities consist of trade payables and borrowings. They are categorised as finandal tialbllitles held at amortised 
cost, are Intlllally recognised at fair value and subsequently measured at amortised cost which Is the Initial canylng amount, 
less repayments, plus Inleresl. 

Cash and cash equivalsnis 


Cash Includes cash on hand (Induding petty cash) and cash with banks (including call deposils). Cash equivalents are 
short-temt highly liquid Investments, readily convertible Into known amounts of cash, that are held with registered banking 
Institutions with maturities of three months or less and are subject to an InsIgnlUcant risk of change In value. For the 
purposes of the cash flow statement, cash and cash equivalents comprise cash on hand, deposits held on call wllh banks, 
net of bank overdrafts. The munidpality categorises cash and cash equivalents as finandal assets: loans and receivables. 


Bank overdrafts are recorded based on the fadlity utilised. Finance charges on bank overdraft are expensed as incurred. 
Amounts owing In respect of bank overdraws are categorised as financial liabilities: other financial liabillies carried at 
amortised cost. 

Investments 

Investments, which include listed government bonds, unlisted munidpal bonds, fixed deposits and short-term deposits 
Invested in registered commercial banks, are categorised as either held-to-maturity where the criteria for that categorisation 
are met, or as loans and receivables, end are measured et emortlsed cost. Where Investments have been Impaired, the 
carrying value Is adjusted by the impairment toss, which Is recognised as an expense In the period that the Impalrmant Is 
idenlilied. Impairments are calculated as being the difference between the carrying amount and the present value of the 
expected future cash flows flowing from the instrument. Oh disposal of an investment, the difference between the net 
disposal proceeds and the carrying amount Is charged or credited to the Statement of Financial Performance. 


1 .6 Leases 

A lease Is classified a& a finance lease if it transfers substantially all the risks and rewards Incidental to ownership. A lease 
is classified as an operating tease If It does not transfer substantially all the risks and rewards Incidental to ownership. 
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1.6 Leases (cqntinued) 

Municipality as lessee 

Leases are classified as finance leases where substantially ell the risks and rewards associated with ownership of en asset 
are transferred to the rnunldpality. Property, plant and equipment or Intangible assets subject to finance lease agreements 
are initially recognised at the lower of the asset's fair value and Ihe present value of the minimum lease payments. The 
corresponding liabililies are initialty recognised at the Inception of the lease and are measured as the sum of the minimum 
lease payments due In terms of the lease agreement, discounted for the effect of Interest. In discounting the lease 
payments, the municipality uses the interest rate that exactly discounts the lease payments and unguaranteed residual 
value to the fair value of the asset plus any direct costs Incurred. 


Subsequent to Initial racognillon, the leased assets are accounted for in accordance with the stated accounting policies 
applicable to properly, plant, equipment or intangibles. The tease liability is reduced by the lease payments, which are 
allocated between the lease finance cost and the capital repayment Using the effective interest rate method. Lease finance 
costs are expensed when Incurred. The accounting policies relating to derecognition of financial Instruments are applied to 
lease payables. The lease asset Is depredated over the shorter of the asset's useful life or the lease term. 


Operating leases are those leases that do not fall within the scope of the above deflnitlon. Operaling lease rentals are 
accrued on a slralght-l|ne basis over the term of the relevant lease. 

1.7 Inventories 

Initial recognition;. 

Inventories comprise current assets held for sale, consumption or distribution during the ordinary course of business. 
Inventories are initially recognised at cost. Cost generally refers to the purchase price, plus taxes, transport costs and any 
other costs In bringing the Inventories to their current location and condition. Where Inventory Is manufactured, constructed 
or produced, the cost Includes the cost of labour, materials and overheads used during the manufacturing process. 


Where inventory is acquired by the municipality for no or nominal consideration (I.e. a non-exchange transaction), the cost 
is deemed to be equal to the fair value of the Item on the date acquired. 

Subsequent measurement; 

Inventories, consisting of consumable stores, raw materials, work-in-progress and finished goods, are valued at the lower of 
cost and net realisable value unless they are to be distributed at no or nominal charge, in v^ich case they are measured at 
the lowor of cost and current replacement cost. Redundant and slow-moving Inventories are identified and Written down Ih 
this way. Differences arising on the Valuation of Inventory are recognised in the Statement of Financial Performance In the 
year in which they arose. The amount of any reversal of any write-down of Inventories arising from en Increase In net 
realisable value or current replacement cost is recognised as a reduction In the amount of Inventories recognisad as an 
expense In the period In which the ravarsat occurs. 


The carrying amount of inventories Is recognised as en expense In the period that the Inventory was sold, distributed, 
written off or consumed, unless that cost qualifies for capitalisation to Ihe cost of another asset. 

The basis of allocating cost to Inventory Items Is the weighted average method. 

1.6 Impairment of assets 

The municipality assesses at each reporting date whether there Is any Indication that an asset may be Impalrad. If any 
such Indication exists, the municpality estimates the recoverable service amount of Ihe asset 

Irrespedive of whether there Is any Indication of Impairment, the municipality also: 

tests Intangible assets with an indefinite Useful life or intangible assets not yet available for use for Impairment 
annually by comparing its carrying amount with its recoverable amount. This impairment test Is performed during 
the annual period and at the same time every period. 


If there Is any Indication that an asset may be impaired, the recoverable service amount is estimated for the individual 
asset. If it is not possible to estimate the recoverable service amount of the individual asset, the recoverable service amount 
of the cash-generating unit to which the asset belongs Is determined. 

The recoverable service amount of an asset or a cash-generating unit Is the higher of Its fair value less costs to sell end Its 
value in use. 
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1.8 Impairment of assets (continued) 

If the recoverable service amount of an asset Is less (hen Its cenyltig amount, the carrying amount of the asset Is reduced 
to its recoverable service amount. That reduction Is an Impainnent loss. 


Arf Impairment loss of assets carried et cost less any accumulated deprecialion or amortisation Is recognised immediately 
In surplus or deficit. Any Impainnent loss of a revalued asset Is treated as a revaluation decrease. 


An Impainnent loss Is recognised for cash-generating units if the recoverable service amount of the unit is less than the 
carrying amount of the unit. The Impairment loss Is allocated to reduce the carrying amount of the assets of the unit as 
followfi; 

to the assets of the Unit, pro rata on the basis of Ihe carrying amount of each asset In the unit. 

A municipality assesses at each reporting date whoiher there Is any Indication that en Impelmient loss recognised In prior 
periods for assets may no longer exist or may have decreased. If any such Indicellon exists, (he recoverable service 
amounts of those assets are estimated. 


The Increased carrying amount of an asset attributable to a reversal of an Impairment loss does not exceed the carrying 
amount that would have been detenulned had no Impairment loss been recognised for the asset In prior periods. 

A reversal of an impainnent loss of assets carded at cost less accumulaled depreciation or amortisation is recognised 
Immediately In surplus or deficit. Any reversal of an Impairment loss of a revalued asset is treated as a revaluation increase. 

1.9 Employee benefits 

Short-term employee benefits 

The cost of short-term employee benefits, (those payable within 12 months after the service la rendered, such as paid 
vacation leave and sick leave, bonuses, and non-monetary beneflls such as medical care), are recognised In the period In 
which the service is rendered and are hot discounted. 


The expected cost of compensated absences Js recognised as an expense as the employees render services that increase 
their entitlement or, In the case of non-accumulating absences, when the absence occurs. 

The expected cost of profit sharing and bonus payments is recognised as an expense when there is a legal or constructive 
obligation to make such payments as a result of past performance. 

Defined contribution plans 

Payments to defined contribution retirement benefit plans are charged as an expense as they fall due. 

The municipality provides rellrement benefits for Its employees and councillors. The contributions to fund obligations for the 
payment of retirement benefits are charged against revenue In (he year Ihey become payable. The defined benefit funds, 
which are administered on a provincial basis, are actuarially valued Lriennially on the projected unit credit method basis. 
Deficits identified are recognised as a liability and are recovered through lump sum payments or increased future 
contributions on a proportional basis to ell participating municipalities. Specific actuarial Information In respect of Individual 
parllclpallng munlclpallllas is unavailable due to centralised administration of these funds. As a result, defined benefit plans 
have been accounted for as if they Were defined conlribulion plans. 


1.10 Provisions and contingencies 

Provisions are recognised when the municipality has a present or constructive obligation as a result of past events, ft Is 
probable that an outflow of resources embodying economic benefits will be required to settle the obligation end a reliable 
estimate of the provision can be made. Provisions are reviewed at reporting date and adjusted to reflect the current best 
estimate. Where the effect is material, non-current provisions are discounted to Iheir present value using a pre-tax discount 
rate that reflects the market's current assessment of the lime Value of money, adjusted for risks specific to the liability (for 
example in the case of obligations for the rehabllUatlcn of lend). 


The municipality does not recognise a contingent liability or contingent asset. A contingent liability is disdosed unless the 
possibility of an outflow of resources embodying economic benefits is remote. A contingent asset is disclosed where an 
Inflow of economic benefits Is probable. 
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1.10 Provisions and conlingendes (continued) 

Future events that may affect the amount required to eeltle an obligation are reflected In the amount of a provision whara 
there Is sufficient objective evidence that they will occur. Gains from the expected disposal of assete are not taken into 
account In measuring a provision. Provisions are not recognised for future operating losses. The present obligation under 
an onerous contract is recognised and measured as a provision. 


1.11 Revenue 

Revenue from exchange transactions: 

Revenue from exchange transactions refers to revenue that accrued to the municipality directly in return for services 
rendered I goods sold, the value of which approximates the consideration received or recelvabla. 

Service charges relating to electricity and water are based on consumption. Meters are read on a monthly basis and are 
recognised as revenue when Invoiced. No provisional estimates of consumption are made. 

Revenue from the sate of electricity prepaid meter cards Is recognised at the point of sate. 

Service charges relating to refuse removal are recognised on a monthly basis In arrears by applying the approved tariff to 
each property that has Improvements, Tariffs are dotemilned per category of property usage, and are levied monthly based 
on (he recorded number of refuse containers per property. 


Service charges from sewerage and sanitation are based on the number of sewerage connections on each developed 
property using the tariffs approved from Council and are levied monthly. 

Interest revenue Is recognised on a lime proportion basis. 

Revenue from the rental of facilities and equipment Is recognised on a siralght-llne basis over (he term of the laase . 

Revenue arising from the application of the approved tariff of charges Is recognised when the relevant service is rendered 
by applying (he relevant gazetted tariff. This includes the issuing of licences and permits. 

Revenue from the sale of goods Is recognised whan substantially ell the risks and rewards In those goods is passed to the 
consumer. 

Revenue arising out of situations where (he municipality acts as an agent on behalf of another entity (the principal) is limited 
to the amount of aagreomentnyfee or commission payable to the municipality as compensation for executing the agreed 
services. 

Revenue from non - exchange transactions; 

Revenue from non-exchange transactions refers to transactions where the municipality received revenue from another 
entity without directly giving approximately equal value in exchange. Revenue from non-exchange transactions is generally 
recognised to the e}dent that the the related receipt or receivable qualiiles for recognition as an asset and there Is no liability 
to repay the amount. 

Revenue from property rates Is recognised when the legal entitlement to this revenue arises. Collection charges are 
recognised when such amounts are legally enforceable. Penalty interest on unpaid rates Is recognised oh a time 
proportionate basis. 

Fines conslKute both spot fines and summonses. Revenue from spot fines and summonses Is recognised when payment is 
received, together with an estimate of spot fines and summonses lhat will be received based on past experience of 
amounts collected. 

Revenue from public contributions end donations Is recognised when ell condlllons essocleted with the contribullon have 
been met or where the contribution Is to finance property, plant and equipment, when such items of property, plant and 
equipment qualires for recognition and first becomes available for use by the municipality. Where public contributions have 
been received but the municipality has not met the related conditions, a deferred income (liability) is recognised. 

Contributed property, plant and equipment Is recognised when such Items of property, plant end equipment qualifies for 
recognition and become available for use by the municipality. 
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1.11 Revenue (contmited) 

Revenue from the recovery of unauthorised, irregular, Tmltless and wasteful expenditure Is based on legislated procedures, 
including those set out In the Municipal Finance Management Act (Act No.56 of 2003) and Is recognised when the recovery 
Ihereot from the responsible cauncillors or officials is virtually certain. 

Grants, transfers and donations; 

Grants, transfers and donations received or receivable are recognised when the resources (hat have been Iransferred meet 
the criteria for recognition as an asset. A corresponding liability Is raised to Ihe extent that Ihe grant, transfer or donation is 
conditional. The liability is transferred to revenue as and when the conditions attached to the grant are met. Grants without 
any conditions attached are recognised ss revenue when the asset Is recognised. 


1.12 Cost of basic service delivery 

When Inventories (water) are sold, the carrying amount of those Inventories Is recognised as an expense In the period In 
which the related revenue Is recognised. The amount of any wr|te-down of Inventories to net realisable value and all losses 
of Inventories ere recognised as an expense in the period lha write-down or loss occurs. The amount of any reversal of any 
write-down of inventories, arisino from an increase in net realisable value, is recognised as a reduction in the amount of 
inventories recognised as an expense in the period in which the reversal occurs. 


1.13 Borrowing costs 

Borrowing costs that are directly attributable to the acquisition, consLmctlon or production of a qualltylng asset are 
capitalised as part of the cost of that asset until such time as the asset is ready for its intended use. The amount of 
borrowing costs eligible for capitalisation is determined as follows; 

Actual borrowing costs on funds specifically borrowed forlho purpose of obtaining a qualifying asset less any 
temporary Investment of those borrowings. 

Weighted average of the borrowing costs applicable to the entity on funds generally borrowed for the purpose of 
obtaining a quali^lng asset. The borrowing costs capitalised do not exceed the total borrowing costs Incurred. 


The capitalisation of borrowing costs commenpes when: 
expenditures for the asset have occurred; 
borrowing costs have been incurred, and 

activities that are necessary to prepare the asset for its Ifilended use or sale are In progress. 

Capitalisation Is suspended during extended periods In which active development Is Interrupted. 

Capltallsallon ceases when substantially all ihe activities necessary to prepare the qualifying asset for its intended use or 
sale are complete. 

AH other borrowing costs are recognised as an expense in the period In which they are Incurred. 

1.14 Unauthorised expenditure 

Unauthorised expenditure la expenditure that has not been budgeted, expenditure that Is not In terms of the conditions of an 
allocation received from another sphere of government, municipality or organ of state and expenditure in the form of a grant 
that is not permitted In terms of the Municipal Finance Management Act (Act No.66 of 20D3). Unauthorised expenditure Is 
accounted for as an expense in the Statement of Financial Perfomiance and where recovered, It Is subsequently accounted 
for as revenue in the Statement Of Financial Perfontiance, 


1.15 Irregular expenditure 

Irregular expenditure Is expenditure that Is contrary to the Municipal Finance Management Act (Act No.56 of 2003), the 
Municipal Systems Act (Act No.32 of 2000), the Public Office Bearers Act (Act No. 20 of 1003) or Is In contravention of the 
Municipality's supply chain management policy. Irregular expenditure excludes unauthorised expenditure. Irregular 
expenditure Is accounted for as expenditure In the Statement of Financial Performance and where recovered, it is 
subsequently accounted for as revenue in the Statement of Financial Performance. 
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1.16 Fruitless and wasteful expenditure 

Fruitless and wasteful expenditure Ib expenditure that was made In vain and would have been avoided had reasonable care 
been exercised. FruHless and wasteful expenditure Is accounted for as expenditure in the Statement of Financial 
Performance and where racovared, it is subsaquantiy accounted for as revenue In the Statement of Financial Performance, 
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2009 2008 

R R 


2. Biological assets 




2009 


2008 


Cost; 

Accumulated Carrying value 

Cost/ 

Accumulated Carrying value 


Valuation 

depreciation 

Valuation 

depreciation 

Game 

12,105,777 

12,105,777 

12,105,777 

- 12,105,777 


Reconciliation of biological assets - 2009 


Game 


Opening 
Balance 
f2, 105,777 


Total 

12,105,777 


Reconciliation of biological assets - 2006 


Game 


Opening Increase due to 
Balance GRAP 

conversion 
-12,105,777 


Total 


12,105,777 


Non “ Financial inrormation 


Quantities of each biological asset 


Baboon troops 

1 

1 

Blue Wildebeest 

66 

66 

Buffalo 

54 

64 

Duikers , 

2 

2 

Giraffe 

43 

43 

Ground Hornblll 

4 

4 

Impala 

1,402 

1,492 

Kudu 

36 

36 

White Rhino 

7 

7 

Wadhog 

105 

105 

Waterbuck 

1 

1 

Zebra 

92 

02 


1,903 

1,903 


Methods and assumptions Used In determining fair value 

The fair Value of game Is delemtlnad based on current market prices of game of similar age, breed and genetic merit. The 
value of game at 30 June 2009 was not determined as an independant valuator thas not obtained to conduct a year end 
game count and valuation. 
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3. Investment property 




2009 


2008 


Cost/ 

Valuation 

Accumulated Carrying value 
depreciation 

Cost/ 

Valuation 

Accumulated Carrying value 
depredation 

Investment property 

8,167,900 

6,167,900 

8,167,900 

8,167,900 


Reconciliation of Invoslmant properly - 2009 

Opening Total 

Balance 

Investment property 6,167,900 6,167,900 


Reconciliation of Investment property - 2008 


Opening GRAP Tolal 

Balance conversion 

Investment property - 6,167,900 8,167,900 


Investment property consist out of land only and Is kept for capital appreciation. 

Details of valuation 

The effective date of the determination of the Investment property prices for the GRAP purposes was Uuly 2007. The 
depreciable replacement cost method was used. No Independant valuation for the current year was conducted. 


4, Property, plant and equipment 



2009 


2008 

Cost/ 

Accumulated Carrying value 

Cost/ 

Accumulated Carrying value 

Valuation 

depredation 

Valuation 

depreciation 


Land 

32,412,328 

- 

32,412,328 

32,412,328 

- 

32,412,328 

Buildings 

82,230,237 

(6,861,008) 

75,360,229 

01,726,014 

(3,072,211) 

77,856,703 

Machinery & Equipment 

10,356,977 

(3.502.053) 

6,054,924 

9,638,880 

(2,606,667) 

7,233,193 

Furniture & Office Equipment 

4,729,634 

(1,800,412) 

2,929,222 

3,675,720 

(1,292,824) 

2,302,096 

Transport Assets 

23,066,633 

(9,476,822) 

13,588,811 

21,408,344 

(7,230,151) 

14,170,193 

WolK in Progress: Water 

4,484.064 

- 

4,484,064 

- 

- 

- 

Infrastructure 

IT equipment 

Infrastructure Assets 

10,261,176 

(3,663,236) 

6,597,940 

4,580,620 

(2,233,924) 

2,346,696 

Heritage Assets 

559,691,962 

(40,806,026) 

516,785,934 

602,903,246 

(18,607,411) 

484,295,835 

5,613,947 

- 

6,613,947 

6,613,047 

- 

5.613.047 

Total 

732,745,950 

(66,109,559) 

666,636,399 

662,161,899 

(35.842.200) 

626,319,691 
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4 . Property, plant and equipment (continued) 
Reconcillatian of property, plant and equipment - 2009 



Opening 

Additions 

Additions 

Disposals 

Depreciation 

Total 


Balance 


through finance 







leases 




Land 

32,412,328 

- 

- 

- 

- 

32,412,328 

Buildings 

77.856,703 

601,323 

” 

- 

(2.008.797) 

75,369,220 

Machinery & Equipment 

7,233,193 

520,849 

” 

(146) 

(898,972) 

6,854,924 

Furniture and Offlce 
equipment 

2.382,896 

1,057,422 


(1,887) 

(509,209) 

2,929,222 

Transport Assets 

Work In Progress: Water 

14,178,103 

1,657,289 

- 

- 

(2,246,671) 

13,586,811 

Infrastructure 

It equipment 


4,484,064 




4,484,084 

Infrestructure Assets 

2.346,896 

1,248,146 

4,470,424 

(18,022) 

(1,448,004) 

6,697,940 

Heritage Assets 

484,295,835 

66,668,716 

- 

- 

(22,178.616) 

518,705,934 


5,613,047 

- 

- 

- 

- 

5,013,947 


626,319,691 

60,137,800 

4,470,424 

(20,655) 

(30,270.869) 

666:630,369 

Reconclllalton of property, plant and equipment - 2008 






Opening 

GRAP 

Additions 

AddltlonsDeprecletlon 

Total 


Balance 

adjustment 


through finance 







leases 



Land 


32.307.120 

105,200 



32,412,328 

Buildings 

- 

80,712,833 

120,008 


77,856,703 

Machinery & Equipment 

- 

4,962,697 

3,017,001 

-(MdjPUb) 

7,233,193 

Furniture end Office 


2,673,749 

272,876 

-(463,720) 

2,382,890 

equipment 

Transport Assets 


12.520.800 

3,720,671 


(2,071,358) 


IT equipment 

Capital Assets (as previously 
stated) 

- 

" 

14,178,193 

38,560,919 

2.705.704 

(38,680,919) 

208,351 

252,605 

(880,164) 

2,346,596 

Infrastructure Assets 

Harjlage Assets 


411,306,009 

00.203.727 


(17.213,001) 

484,295,835 


- 

6,613,947 

- 

- 

- 

6,613,947 


3B,Bfl0l919 

514,130.110 

97,708,734 

262,605 

(24,362,685) 

626,319,691 

Assets subject to finance lease (Net carrying amount) 






IT equipment 





5,455,084 

2,358.435 


Details of properties 

Refer to Appendix B for more details on Property, Plant and Equipment. 
There Were no expenditure during the year which were capitalised. 

No compensation was received for losses on Property, Plant and Equipment. 
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S. Other financial assets 
Held fa maturity 


Long term deposit 

The Irivestment represents an initial deposit DrR862,17G on 17 June 1999 as a 
loan redemplion fund and matured In 2009. The effective Interest rate Is 

15..^ 41% per annum. 

Short term fixed deposits 

This represents monies Invested in ABSA Bank which mature at various future 
dates and various relurns. See detail below. 

86,166,268 

3,220,070 


66,166,258 

3,229,070 

ABSA short term deposits: 



-Account 2068716261 

Investment matures on 03 December 2009 and bears fixed Interest at 10.40% p.a. 

R 5,000,000 


-Account 2068865331 

InvesIment malums on 03 August 2009 and bears fixed interest at 7.20% p.a. 

R 30,000,000 


- Account 2066665365 

Investment matures on 26 July 2009 and bears fixed interest at 10.48% p.a. 

R 20,000,000 


- Account 2068665323 

Investment matures on 07 July 2009 and interest are capitalised on maturity. 

After maturity date the deposit will be re-lnvesled and is exposed to variable interest 
rates related to current market conditions. 

R 31,166,258 


Current assets 

Held to maturity 

86,166,256 

3,229,070 


Fair Value of held to maturity Investments 

The carrying value of the Interest bearing deposits at year end approximates their fair value. 

The municipality has not reclassified any financial assets from cost or amortised cost to fair value, or from fair value to cost 
or amortised cost during the current or prior year. 


6. Financial assets by category 

The accounling pollclas for financial instruments have been applied to the line items below: 
2009 



Loans end 
racalvables 

Fair valueFaIr value 
through profit through profit 
or loss - heldor loss - 
for Iradlngdeslgnated 

Held to 
maturity 
Investments 

Available for 
sale 

Total 

Other financial assets 

- 

— 

86,166,256 

- 

66,166,258 

Trade and oLher receivables 

18,036,642 


- 

- 

18,038,642 

Deposits made 

545.449 

1 5,437,486- 

- 

- 

645,449 

Cash and cash equivalents 

- 

- 

- 

15,437,486 


18,664.001 . 

15,437,486 

66,166.258 


120,167,636 
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6. Financial assets by category (continued) 
200B 



Loans and 
receivables 

Fair ValueFaIr Value 
through profit through profit 
or loss ^ heldor loss - 
for tradingdesignated 

Held to 
maturity 
Investments 

Available for 
sale 

Total 

Other financial assets 

- 

■■ 

3.229.070 

- 

3,220,070 

Trade and other receivables 

22,715,217 


- 

- 

22,716.217 

Deposils made 

477,649 

30.549.196- 

- 

- 

477,649 

Cash and cash equivalents 

- 

- 


30,549,196 


23,193,866 

30,549.196 

3,229,070 

- 

56,972,132 


7. Operating lease asset (accrual) 

Non-current llebllllles (218,635) (45.269) 

Current liabililias (30,4^0) (100,493) 

(240,275) (146,762) 


6. Retirement benefits 
Defined benefit plan 

The Municipal Employees Gratuity Fund Is a defined benefit plan. This is not treated as defined benefit plan as defined by 
IAS 19, but is accounted for as a defined contribution plan. This is in line with the exemplion In IAS 19 par. 30 which states 
that where Infotmatlon required for proper defined benefit plan accounting Is not available In respect of multi-employer and 
state plane, these should be accounted for as defined coniribullon plane. The munldplalty has been unsuccessful In 
obtaining the necessary Information to support proper defined benefit plan accounllng due to restrictions imposed by the 
muItPemployerpIan. It is therefore deemed impracticable to obtain this informalion at a suitable level of detail. 


Defined contribution plan 

It is the policy of Lhe municipality to provide retirement benefits to all its employees. A number of defined contribution 
pension and provident funds, all of which are subject to Lhe Pensions Fund Act exist for this purpose. 

The munidpallty Is under no obligation to cover any unfunded benefils. 


Government Employee Pension Fund 

1,729,113 

114,326 

Joint Municipal Pension Fund 

79,764 

6,139 

Municipal Councillors Pension Fund 

178,997 

162,600 

Municipal Employea Pension Fund 

93,280 

98,693 

Municipal Gratui^ Fund 

683,039 

552,067 

National Fund for Municipal workers 

319,066 

315,673 

South Africa Municipal Workers Union National Provident Fund 

34,360 

35,176 

Defined contribution medical aid Plan (MUnimed) 

118,796 

102,303 


An amount of R 11,984,379 (20D6; R 10,589,976) Was contributed by Council in respect of Councillors and employees 
retirement funding. These contrlbuLlons have been expensed and are Included In employee related costs for the year. 

9. Deposits made 


Eskom - electricity 540,449 472,649 

HectorspruH-fuel ^-OOp 5.000 

545,440 477.649 
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10. other receivables from non-exchange transactions 



Interest receivable 

1,176,351 


Sundry payroll debtor 

- 

82,353 


1,176,351 

82,353 

11. VAT Receivable 



VAT recaivabla 

11,672,677 

21,171,176 

VAT is payable on the racaipt basis and VAT is paid over to SARS only once payment Is received from debtors. Due to 


incorrect system VAT reports, the municipality decided to first rectify this problem before 

any VAT submissions were done. 


12. Inventories 



Consumables 

166,141 

1,246,462 

Water 

16,473 

15,821 


174,614 

1,262,283 

13. Trade and other receivables from exchange Iransactions 



Trade receivables 

18,001.251 

22,736,512 

Fair value adjustment on trade debtors 

(22,608) 

(20.296) 


10,038,642 

22,716,216 

Credit quality of trade and other receivables 



All of municipality's trade and other receivables have been reviewed for Indicators of Impairment, The munldpalit/s 
management considers that all of the above financial assete that are not Impaired for each of the reporting dates under 
review are of good credit quality. The municipality conllnuously monitors consumers, identifred group, based on average 
past payment history and Incorporates this Information Into its credit risk control. No external credit rating is performed. The 


municipality's policy Is to deal only wllh creditworthy consumers. 



Trade receivables 



Rates: Ageing 

Current (0-30 days) 

421,943 

2,965,521 

31 - 60 days 

345,427 

664,756 

61 - 90 days 

200,365 

735,059 

91-120 days 

59.220 

352,505 

121+ days 

2,136,018 

4,570,676 


3,229,002 

9,17pi9 

Electricity, Water, Sewerage & Other; Ageing 

Current (0-30 days) 

5,377,783 

3,728,567 

31 - 00 days 

1,662,836 

1,844,255 

61 - 90 days 

1,147,840 

1,467,940 

91-120 days 

070,223 

824,770 

121+ days 

10,210,705 

8,512,876 


19,269,389 

16,378,408 
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13. Trade and other receivables from exchange transactions (continued) 
Summary gf Debtors by Consumer Classiticalion: 


as at 30 June 2009 

□omeslic 

Commercial 

Government 

Schools & 
Churches 

Handovers 

Total 

Current (0-30 days) 

2,230,772 

2,830,966 

320,425 

74,744 

342,818 

5,709,725 

31 " 60 days 

780,338 

632,475 

172,807 

16,540 

300,105 

1,908,205 

61 - 00 days 

548,427 

423,613 

147,560 

10,076 

270,350 

1,414,225 

91-120 days 

452.013 

272,650 

102,398 

26,852 

175,530 

1.029.452 

121+ days 

5,003.312 

2,201,731 

1,443,220 

423,503 

3,274,870 

12,346,724 

Less; Allowance for credit losses 

(2,207,817) 

(77,096) 

(346,691) 

(14,140) 

(1,791,394) 

(4,437,140) 


6,813,045 

6,284,539 

1,839,717 

545,655 

2,578,297 

10,001,251 


as at 30 June 2008 

DomesMc 

Commercial 

Government 

Schools & 
Churches 

Handovers 

Total 

Current (0-30 days) 

2,458,659 

3,747.501 

303,233 

163,712 

20,903 

6,684,068 

31 - 60 days 

1,012,986 

1,089,457 

223,908 

27,192 

55,468 

2,409,010 

61 - 90 days 

671,709 

1,364,794 

110,015 

12,924 

44,456 

2,203,898 

91 - 120 days 

442,990 

653,138 

123,578 

10,722 

46,847 

1,177,275 

121+ days 

5.507.510 

4,078,006 

1,150,375 

260,639 

1.198.617 

13,083,755 

Less; Allowance for credit losses 

(1,910,616) 

(92,033) 

(247,517) 

(16,229) 

(555,120) 

(2,821,515) 


8,263,245 

11,641,643 

1,671,692 

448,060 

011.171 

22,736,611 I 


Trade and other receivables past due but not Impaired 

lYade and other receivables which are less than 4 months past due are not considered to be Impaired. At 30 June 2009, 
R 10,953,076 (2008: R 18,579,591) were past due but not Impaired. 


The ageing of amounts past due but not Impaired Is as follows; 


Current 

1 month past due 

2 months past due 

3 months past due 

4 months past due 


6,161,047 

1,345,726 

640,339 

610,020 

2,083,144 


6,083,413 

1,652,969 

1,806.287 

047,325 

7,999,597 


Trade and other receivables Impaired 

As of 30 June 2009, trade and other receivables of R 11,545,314 (2008: R 6,978,436) were Impaired and provided for. 
The amount of the provision was R (4,437,140) as of 30 June 2009 (2008; R (2,021 .515)). 

The ageing of these receivables is as follows: 


Currently due 

1 month past due 

2 months past due 

3 months past due 

4 months past due 


638.879 
562,538 

507.880 
412,632 

9,363,679 


600,676 

756,041 

307,612 

229,960 

6,084,168 


The maximum exposure to credit risk at the reporting dale is the fair value of each class of consumers mentioned above. 
The municipality does not hold any collateral as security. 
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14. Cash and cash equivalents 
Cash and cash equivalents consist of: 


Cash on hand 
Bank balances 


The municipality has the following bank accounts: 


Current Account (Primary Bank Account) 

ABSA Mfilelane, Account Number; 1650 000 087 
Cash book balance at beginning of year 
Cash book balance at and of year 
Bank statement balance at beginning of year 
Bank statement balance at end of year 


Current Account (Komalipoort) 

ABSA Malelane, Account Number: 1050 000 005 
Cash book balance at beginning of year 
Cash book balance at end of year 
Bank statement balance at beginning of year 
Bank statement balance at end of year 


Current Account (Marlcth Park) 

ABSA Malelane, Account Number; 1650 156 796 
Cash book balance at beginning of year 
Cash book balance at and of year 
Bank statement balance at beginning of year 
Bank statement balance at end of year 


Interest Account 

ABSA Malelane, Account Number: 405 300 8204 
Cash book balance at beginning of year 
Cash book balance at end of year 
Bank statement balance at beginning of yaar 


15. Borrowings 


Held at amortised cost 
Annuity Loans 

These loans from DBSA bear Interest between 13,4% and 17.6% per annum 
and era repayable In equal bLanually repayments. Refer to Appendix A for 
more detail on borrowings. 

Local Registered Stack 

The stock Is represented by an advance from Infrastructure Finance 
Corporation Limited (INCA) and bears a fixed coupon Interest rate of 17.25% 
per annum and Is fully repayable in March 2009. This loan is secured by a long 
term deposit (refer Note 3) 


2,000 2,000 
15,435.486 30,547,106 


16,437,486 

30.649,196 

77.347.319 

59.440.674 

62,031,573 

77,347,318 

62,755.510 

64,600,076 

iy,u/6,ear 

62,755, 51 U 

5.792.688 

158.986 

6.702.493 

5,797,688 

' 2,639,185 

100,000 

^ 

2,630,185 

(64,203,799) 

1,356,859 

(53,707,347) 

— (54,203,750) 

— 3,ai:ii,4ii 

1,306,460 

15,556 

M.EIUI.UI 1 

1,641,209 

639,858 

“ — i,64i,yuy 

1,(j41,2Uy 

- 

4U8,bb/ 

6,481,610 

7,792,481 

- 

3,600,000 

6,461,610 

11,292,401 


Long terni borrowings have been Utilised In accordance With the Municipal Finance Management Act. Sufficient cash has 
been set aside to ensure that non-current liabilities can be repeld on redemption date. 

Above borrowings from external parties were utilised In order to finance Property, Plant and Equipment. 
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16. Borrowings (continued) 



Non-current liabilities 

At amortised cost 

5.376,431 

6,481,609 

Current liabilities 

At amortised cost 

1,106,179 

4,010,872 


6,401.010 

FF 11 .202,401 F 


The fair value of borrowings approximates Iheir carrying value. 
16. Finance leaae obligation 
Minimum lease payments duo 


-within one year 

1,009,611 

626,494 

^ In second to filth year inclusive 

6,230,028 

1,156,149 


7,030,639 

1,782,643 

less; future finance charges 

(1,622.238) 

(284,030) 

Present value of minimum lease payments 

5,217.401. 

1,496.613 

Present value of minimum lease payments due 
’Within one year 

1,117,585 

476,790 

- In second to fifth year Inclusive 

4.009.816 

1,021,814 


5,217,401 

1,403,613 

Non-current iiablltiies 

4,099,616 

1,021,814 

Current liabilities 

1,117,585 

476,799 


5,217,401 

1,498.613 


It Is municipality's policy to lease certain computer and office equipment under finance leases. 

The average lease term Is 3 - 6 years and the average effective borrowing rate was 12% (2006; 14%). 

Interest rates on some contracts ere fixed while others are linked to prime at the contract date. Some leases have fixed 
repayments while others escalate between 7.6% and 15% per annum. No arrangements have been entered Into for 
contingent rent. 

The municipality’s obligations under finance leases ere secured by the lessor’s charge over the leased assets. 

Refer note 4 . 
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17, Provisions 

RecDnclllation of provisions - 2009 



Opening 

Balance 

Additions 

Total 

Bonus provision i 

2.609,447 

263,903 

2,673,350 

Long Service Award provision 

66,462 

- 

06,462 

Performance Bonus provision 

260,702 

27,830 

284,028 


2,934,701 

291,730 

3.226.440 

RaconclUatlon of provisions - 2008 


Opening 

Balance 

Additions 

Total 

Bonus provision 

295,862 

2,313,585 

2,609,447 

Long Service Award provision 

“ 

08,402 

68,462 

Performanca Bonus provision 


256,702 

256,792 


295,862 

2,638,639 

2.934,701 


Bonusaa are paid out to all employees during November each year and are based on a I3lh month basic selety pay-out. 

Long service awards to eligible employees are paid for services rendered by employees of 10 years and longer In fivs year 
Intervals. These employees are awarded proportionally every five years based on 10 days' basic salary for 10 years service. 

Perfonnanco bonuses are paid in arrears as the assessment of eligible employees had not taken place at the repoKIng 
date and no present obligation exist. 
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16. Unspent Conditional Grants & Receipts 

Unspent portion of conditional grants fomi other spheres of Govarnment (current) 


MIG Grants 

14,634,342 

19,245,745 

MSIG Grants 

- 

026,731 

FMG Grants 

744.217 

471,826 

other National Grants 

4,059,552 

2,830,397 

Other 

- 

452,410 


19,930,111 

23,827,109 

Municipal Infrastructure Grant (MIG); 

Balance unspent at beginning of year 

19,245,745 

8,333.333 

Current year receipts 

38,887,300 

101,799,136 

Conditions met - transferred to revenue 

(43,698,703) 

(90,886,724) 


14,634,342 

19,245,745 

Municipal Systems Improvement Grant: 

Balance unspent at beginning of year 

526,731 

1,000,279 

Current year receipts 

735,000 

1,484,000 

Conditions met - Iransterred to revenue 

(1,561,731) 

(1,657,548) 


- 

826,731 

Financial Management Grant; 

Balance unspent at beginning of year 

471.626 

249,397 

Current year receipts 

500,000 

500,000 

Conditions met - Iransterred to revenue 

(227,609) 

(277,671) 


744,217 

471,826 


Other National Grants; 

Balance unspent at beginning of year 

2,830,397 

9,402,413 

Current year receipts 

9,071,700 

- 

Conditions met - Iransterred to revenue 

(7,242,645) 

(6,632,016) 


4,669,652 

2,830.397 

19. Trade and other payables 

Trade payablss 

13,016,991 

16,330,074 

Amounts received in advance 

1,715,702 

1,771,142 

Accrued leave pay 

7.409,856 

5,078,107 

Accrued Interest 

185,633 

192,662 

Deposits received 

2,248,084 

2,203,463 

Payroll accruals 

400,888 

- 


24,976,150 

25,575,440 


Fair velue of trade and other payabtes 

The fair value of trade and other payables approximates their carrying amounts. 
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20. Financial liabllilles by calegoty 

The accounling policlss for rinancial instruments have bean appllad to the line Items below; 
2009 


Annuity Loans 

Trade and other payables 

Financial 
liabilities at 
amortised cost 

6,481,609 

24,970,165 

Fair value 
through profit 
or loss - held 
for trading 

Fair value 
through prollt 
or loss - 
designated 

Total 

6,481,609 

24,970,155 


31,457.764 

- 

" 

31,457,764 

2008 


Financial 
liabilities at 
amortised cost 

Fair value 
through profit 
or loss - held 
for trading 

Fair Value 
through profit 
or loss - 
designated 

Total 

Annuity Loans 

7,792,461 

” 

” 

7,792,481 

Local registered stock loans 

3,500,000 



3,500,000 

Trade and other payables 

25,575,440 



25,575.448 


30,067.029 

- 

- 

36.067,920 


21. Revenue 


Properly Rates 
Sale ofWater 
Sate of Electricity 
Refuse removal 

Rental of facilities and equipment 
Interest earned on receivables 
Licences and permits 
Government grants & Subsidies 
Sewerage charges 
Penalties Imposed on property rates 


23,083,716 

22,609,150 

7,092.055 

7,384.207 

24,202,020 

18,185,592 

3,144,031 

3,159,684 

847,610 

614,066 

1,262,693 

1,605,591 

7,910,674 

3,157.873 

200,779,731 

105,392,036 

2,770,791 

2,311,378 

- 

378,616 


331,684,121 264,798,393 


22. Cost Of sales 


Sale of water 

Cost of water purchases 23,302,774 19,064,211 

Purilying costs 009,510 990,017 


26,212,290 20,655,028 


23. Investment revenue 


Interest revenue 

External Investments 17,419,707 469,991 


24. Mark-fo-tnarket adjustments 


12.105,777 


Biological assets 
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25. Finance costs 

Bank 

868,261 

1,459,657 

Finance leases 

258,879 

190,908 

Long tamn borrowings 

1,201,788 

725,255 

Interest on fair Value of expenditure 

1,003,381 

725.255 


3,332,309 

3,101,155 

26. Auditors' remuneration 

Fees 

560,907 

800,701 

Amount paid - current year 

(580,907) 

(800,701) 

Balance Unpaid (tnduded Irr payables) 


. 

27. Cash generated from operations 

Profit before taxation 

Adjustments for: 

09.228,383 

66,859,435 

Depreciation and amortisation 

30.290.872 

24,352.605 

Loss on disposal of assets 

20,654 

_ 

Interest received 

(17.419.707) 

(469,991) 

Finance costs 

3,332,309 

3,101,155 

Mark-to-market adjustments 

. 

(12,105,777) 

Movements in operating lease assets end accruals 

100,493 

145,782 

Movements In provisions 

291,739 

2,439.976 

Other non-cash Items 

Changes In working capital: 

Inventories 

(20,002) 

(1,040,412) 

Trade and other receivables from exchange transactions 

1,087,669 

(15,821) 

Deposits made 

4,677,574 

(33,640,243) 

Trade and other payables 

(67,600) 



(599,292) 

5,378,328 


120,922,892 

65,005,117 

28. Commitments 

Commitments In respect of capital expenditure 



Already contracted for but not provided for 

Infrastructure 

59,018,437 

149,865,911 

Machinery 

- 

342,000 

Approved but not yet contracted for 

- 

- 

Infrastructure 

22,555.883 

2.940.112 

This committed expenditure relates to Infrastructure and will be financed by available bank facilities, accumulated surplus, 
and Govammsnt Grants. 

Operating leases “ as lessee (expense) 


Minimum lease payments due 

- within one year 

1,012,407 

1,169,761 

- In second lo filth year inclusive 

2,533,169 

3,645,566 


3,545.566 

4,715,317 


Operating lease payments represent rentals payable by the municipality for certain of Its office properties. Leases are 
negotiated for an average term of three to five years and escalate by 1 0% per annum. No contingent rent Is payable. 


37 





22. Sep. 2009 12:00 


CFO OFFICE 


No, 1220 


P. 39/64 


Nkomazj Local Municipality 

Annual Financial Statements for llio year ended 30 June 2009 

Notes to the Annual Financial Statements 


2009 200a 

R R 


28. Related parties 

Relationships 
Government entities 

Business entitles of municipality employees 

Poet employment benefit plan for employees of municipality 
Executive Council Members 


Department of Water Affairs 8i Foreslry (DWAF) 

South African Police Services 

Department of Public Works 

Department of Roads and Transport 

South African Post Office 

Transnet Limited 

Nkomazi Business Networks (T. Repinga) 

Bilani Security (P. Shongwe) 

Mabel Construction cc (TB Slboze) 

Colourful Nation Construction (TB Siboza) 

Refer to Note 7 on Employee Retirement Benefit 
Plans 

Refer to Note 28 & 3D for compensation to Municipal 
Manager, Chief Financial Officer, Executive directors. 
Mayoral committe and Other Councillors 


Related party balances 


Amounts included in Trade receivable (Trade Payable) regarding related 
parties 


Department of Public Works 

413.782 

761.039 

Department of Roads and Transport 

10,437 

6,694 

South African Police Service 

90.456 

106,029 

South African Post Office 

166 

333 

Transnel Limited 

Related party transactions ' 

413,056 

250,113 

Purchases from (sales to) related parties 

Department of Water Affairs and Forestry 

25.302,774 

19,664,211 

Nkomazi Business Networks 

1,032,155 

903,016 

Bilani Security 

479,052 

250,776 

Colourful Nation Construction 

. 

53,062 

Mabel Construction cc 

190.421 

- 

30, Comparative figures 

Certain comparative figures hove been reclassified due to the first time adoption of Generally Recognised Accounling 
Practice (GRAP). 

The effects of the reclassification ere as follows: 


Adjustments affecting the Statement of Flnenclel Position 

Accrued interest 

- 

(192.662) 

Accumulated Depreciation on Property, Plant and Equipment 

- 

(35,642.209) 

CapUal Assets 

- 

(328,969,222) 

Allowance for bad debts 

- 

(1,046,936) 

Biological assets 

- 

12,105,777 

Buildings at cost 

- 

81,728,014 

Computers and printers 

- 

(14.690) 

Trade receivables 

- 

9, d 84. 052 

External annuity loans 

- 

(353,943) 

Finance lease obligations 

• 

(1,496,613) 

Capital Development Fund 


28,374,162 

Furniture end office equipment at cost 

- 

1,332,298 

Heritage assets at cost 

- 

5,613,947 

Infrastructure at cost 

- 

502,903,246 

Investment property at cost 

- 

8,167,000 
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30. Comparative figures (continued) 

Inveslmenls (Held to maturity) 

tT equipment at cost 

Land at cost 

Land trust fund 

Leave accrual 

Other creditors 

Loans Redeemed and Other Capllel Receipts 
Machinery and equipment at cost 
Operating tease accrual 
Overspent Grant receivable 
Provision for bonusses 
Provision for long service awards 
Provision for performance bonus 
Sundry accruals 

Trade creditors: Fair Value adjustment 
Trade receivables: Fair Value adjustment 
Transport assets at cost 
Unspent National grants liability 
Unspent Provincial grants liability 
Endowment and other trust funds 
VAT control account 
Water Inventory 
Accumulated Surplus 


431 .899 
4,327,915 
32.412,328 
0,242,054 
43,113 
7,500 
201,042,423 
9,830,600 
(145,782) 
(11,106,560) 
(2,313,505) 
(60,462) 
(266,792) 
(3,650,714) 
31,533 
(20,296) 
21,408,344 
11,438,251 
764,221 
403,212 
(1,163.061) 
15,821 

(554,323,475) 


Adjustments affecting the Statement of Financial Performance 


Computer services - 14,691 

Depreciation - 24,352,606 

Purchases - (13,284) 

Sale Of electricity i - (6,319.344) 

Fair value adjustment on expenditure - (756,788) 

Fair value adjustment on revenue - 490,207 

Mark-to-market adjustment on biological assets - (12,105,777) 

Insurance - 177,260 

Interest paid - (2,332,128) 

Interest paid -Circular 9/2006 - 726,255 

Interest received - Circular 9/2006 - (469,991) 

Grants received (National) - (331,691) 

Grants received (Provincial) - (754,221) 

Project costs - 3,436,510 

Provision for bad debts expense - 1,046,936 

Compensation commissioner - (1,090) 

Redemption expense - (4,970,271) 

Rent of building - 124,405 

Rent of equipment - (654,756) 

Salaries and Wages - 2,631,143 

Maintenance (supply lines) - (7,500) 


31. Risk management 
Liquidity risk 

The munlclpalit/s risk to liquidity Is a result of the funds evallable to cover future commitments. The municipality manages 
liquidity risk through an ongoing review of future commitments and credit facilities. 

Budgeted cash flow forecasts are prepared end adequate utilised borrowing facilities are monitored. Surplus cash are held 
as short temi deposits to assist In settling future committments. 

The table below analyses the munldpell^s financial liabilities (non-derivallves) Into relevant maturity groupings based on 
the reporting date to the contractual maturity date. The amounts disclosed In the table are the contractual undiscaunted 
cash flows. Balances due within 12 months equal IheIr carrying balances as the impact of discounting Is notsIgnlUcant. 
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31 . Risk management (continued) 


At 30 June 2009 

Current month 

Later than 

Later than one 

Carrying value 


and not later 

three months 

year and not 



than three 

and not later 

later than five 



months 

than a year 

years 


Annuity Loans 

Finance lease obligations 

586,004 

19,603,370 

2,099,420 

1,223,606 

4,061,266 

5,230,026 

6,481.610 

6,217,401 

Trade and other payables 

3,224,701 


19,603.370 

Retention creditors 


2,246,084 

3,224,701 

Consumer deposits 



2,246.084 

At 30 June 2006 

Current month 

Later than 

Later then one 

Carrying value 


and not later 

three months 

year and not 



than three 

and not later 

later than five 



months 

than a year 

years 


Annuity Loans 

- 

2,512,660 

3,600,000 

409,172 

3.719.261 

- 

7.702,461 

Local Registered Stock 

Finance lease obligations 

Trade and other payables 

216,782 

10,652,704 

1,156,149 

3,500,000 

1,498.613 

19,652,704 

Retention creditors 


2,203,463 

3,710,281 

Consumer deposits 



2,203,463 


Interest rate risk 

At reporting dale the Interest rate profile of the municipality's Interest bearing financial instruments was: 
Fixed rate Instruments 

Financial Assets: R25,000,000 (2008: R3, 229, 070) 

Financial Liabilitlas: R 6,461 .61 0 (2003: R1 1,292.461) 


Variable rale instruments 

Financial A5sets;R6t,l66,258 (2008; RO) 

Financial Liabilities: RO (2006: RO) 

The municipatit/s Interest rate risk arises from long-term borrov4ngs. Borrowings Issued at variable rates expose the group 
to cash flow Interest rale risk. Borrowings Issued at fixed rates expose the municipality to fair value Interest rate risk. During 
2009 and 2008, thp munlcipalit/s borrowings at variable rate were denominated jn (he Rand. 


At 30 June 2009, if interest rates on short term Rand-denominated financial assets had been 2 % higher with all other 
Variables held constant, surplus for the year would have been R 343,953 (2008: R 80,262) higher, (or lower In the case of 
an Interest rate decrease) mainly as a result of higher/ (lower) Interest Income on variable rate Investments, The sensitivity 
rates are based on management's assessments of reasonable possible changes In Interest rates. Fixed rate Instruments 
ara not affected by changes In interest rate changes. 


Credit risk 

Credit risk consists mainly of cash depoalts, cash equivalents and trade debtors from exchange transactions. The 
municipality only deposits cash with major banks with high quality credit standing and limits exposure to any one counter- 
party In terms of the Banks Act of 1990 (Ad 94 of 1990). 


Trade receivables comprise a widespread customer base. Management evaluated credit risk relating to customers on an 
ongoing basts. If customers are Independently rated, these ratings ere used. Otherwise, If there Is no Independent rating, 
risk control assesses (he credit quality of Lha customer, taking Into account Its financial position, past experience and other 
fadors. Sales to consumers are settled mainly in cash. Management makes use of an Independant attorney to assist In 
debt colledion. 


The municipality establishes an allowance for Impairment that represents ils estimate of incurred credit losses in respect of 
trade and other receivables. All of the municipalltly's consumers were reviewed for indications of Impairment and certain 
receivables Were found to be Impaired end an allowance for credit loss was provided for - Refer to Note 13 for the 
reconciliation thereof. 
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31, Risk management (continued) 

Financial assets exposed to credit risk at year end were as follows; 


Financial infitrument 
Short term deposits 
Cash and cash equivalents 
Other deposits made 

Trade and other receivables from exchange transactions 


2009 

86,166,258 

16,437,480 

646,449 

22.475.781 


2008 

3,229,070 

30,649.196 

477,040 

26,537,731 


The munldpallly does not held any collateral as security but however, has preferential rights on collecting arrear consumer 
accounts when consumers' properties are placed under sale of execution. 

32. Going concern 

The annual financial statements have been prepared on the basis of accounting policies applicable to a going concern. This 
basis presumes that funds will be available to finance future operations and that the realisation of assets end settlement of 
liabilities, contingent obligations end commllmants will occur In the ordinary course of business. 


33. Events after reporting date 

The executives of the muniapality are not aware of any significant matter or circumstance arising subsequent to the 
flnanca) year end. 

34. Government Grants and subsidies 

Equitable Share 
National Grants 
Provincial Grants 
Other grants and subsidies 

205,020.500 179.263,595 


116. 185.000 

64.636.000 
735,000 

24,366,500 


55.117,869 

94,018,690 

735,000 

29,693,478 


Equitable Share 

In terms of the Division of Revenue Act this unconditional grant, derived from the Provlndal Sphere's share of revenue 
raised nationally, is Intended to assist the funding of unforeseeable and unavoidable expenditure due to signiticant and 
unforesseabla economic and financial events. 


Miintctpfil Infra.^triicture Grant fMlGI 

This grant Is Intended to provide capital finance for basic municipal Infrastructure for poor households, micro entemrises 
and social Institutions, to provide for new, rehabilitation and upgrading of municipal infrastructure and to eradicate the 
bucket sanitation system mainly In urban townships. 


MirnlrJpfll Ryfitpms Improvamant Grant fMSIGI 

This grant is Intended to assist municipalities In building In-house capacity to perform (heir functions and stabilise 
inslitutlonal and governance systems as required In the Local Government Municipal Systems Act end related legislation 
and policies. 


Local Government Financial Mahademeht Grant fFMG) 

This grant is intended to promote arid sUppoit refCriTls In finaridal management by bulldirig capacity In municipalities (O 
implement the Municipal Finance Management Act (MFMA). 
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39. Additional Note In terms of Municipal Finance Management Act 
Contributions to organised local government 

Opening balance 345 

Council subcriptlons 433,172 270,055 

Amount paid - current year (433,167) (271,710) 


Balance unpaid (Included In payables) 



350 

(1,655) 

VAT; 





VAT Input receivable end VAT output payable are shown in Note 1 Q. No VAT returns were submitted and 
paid during the flnendei year. 



PAYE and UIF 

Opening Balance 

Current payroll deductions and Council Contribution 

Amount paid - current year 



73,073 

10,677,330 

(10,701,684) 

8,006,486 

(9,732,613) 




40.547 

73,873 

Pension and Medical Aid dedectlons 

Opening Balance 

Current payroll deductions and Council Contribution 

Amount paid - current year 



(13.622) 

22,335,058 

(22,322,673) 

10,026.104 

(19,639,626) 




(237) 

(13,622) 

Councillors and otnclai's arrear consumer accounts; 





The following Coundllcrs and officials bad arrear accounts outstanding for more than SO days as at; 





Outstanding 
less then SO 
days 

Outstanding 
more than 90 
days 

Outstanding 
less than 90 
days 

as at 30 Juna 2009 

Masilela DL 

Masilela E 

- 

1,070 

072 

11,781 

6,033 

13,451 

7,805 


- 

2,642 

18,714 

21,266 



Ou [standing 
less than 00 
days 

Outstanding 
more than 90 
days 

Outstanding 
less than 90 
days 

as at 30 June 2008 

Masilela DL 

Masilela E 

- 

1,422 

725 

5,292 

3.287 

6.714 

4,012 


- 

2,147 

0,679 

10,726 
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36. Employee related cqgIs 


Salaries & wages 

56.576.102 

53,161,488 

Coniribulions for UIF, pensions and medical aid funds 

14,764,538 

13,158.053 

Travel, molor car, accommodation, subsistence and other allowances 

3,455,468 

4,026,559 

Housing benefits end allowances 

1,204.119 

1,107,010 

Overtime payments 

0,172.107 

0,120,341 

Performance and other bonuses 

4.212.402 

3,011.995 

Skills development levies 

770,733 

636,783 

Other employee related costs 

11,325,278 

6,193,840 


101,480,907 

89,277.478 

Remuneration of Municipal Manager 

Annual remuneration 

709,580 

651,000 

Travel, motor car, accommodation, subsistence and other allowances 

136,000 

127,650 

Contributions for UIF, pensions and medical aid funds 

01,697 

76,325 


020,007 

654.901 

Remuneration of the Chief Financial Officer 

Annual remuneration 

515,765 

450,333 

Travel, motor car, accommodalion, subsistence and other allowances 

120,301 

120,000 

Contributions for UIF, pensions and medical aid funds 

96,863 

06,271 

. 

733,019 

665,604 


Remuneration of Individual Executive Directors: 


as at 30 June 2009 

Technical 

Services 

Corporate 

Services 

Community 

Services 

FlnandalPubllc safety 
□epadment 

Total 

Annual remuneration 

Travel, motor car, 
accommodation, subsistence and 

559,768 

396,727 

401,662 

515,765437,448 

2,311,570 

other allowances 

Contributions for UIF, pensions 
and medical aid funds 

120,170 

93,920 

■95,642 

120,301 48,000 

470,132 

05,007 

111,024 

84,170 

96,063 119,094 

507,658 


774,054 

002,271 

581.674 . 

733.01 D 

.0OM42 

3.?97.360 


as at 30 June 2000 

Technical 

Services 

Corporate 

Services 

Community 

Services 

FinanctalPublic safely 

Department 

Total 

Annual remuneration 

Travel, motor car. 
accommodalion, subsistence and 

365,275 

301,365 

305,428 

450.333392.046 

1,044.237 

other allowances 

Contributions far UIF, pensions 
and medical aid funds 

110.500 

05,467 

90,350 

127,656 53,040 

403,021 

01,793 

100,467 

94,854 

86,271 107,628 

471,013 


667,668 

657,289 

656,632 

673,260 

653,622 

2,898,271 
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37. Remuneration of Councillors 


Executive Mayor 

654.000 

500,379 

Speaker 

447,544 

403,074 

Mayoral Committee Members 

2,002,417 

1,690,105 

Councillors 

5,395,137 

6,094,897 

CDuncillors' pension and medical aid conirlbutlons 

868,668 

693,657 

Councillors' allowances 

2,619,330 

2,440,636 


11.998.076 

11,222,836 


The Executive Mayor, Speaker and Executive Committee members are full-time. The Executive Mayor and Speaker are 
provided with an office and secretarial support at the cost of the Council. The Executive Mayor Is etltled to the use of a 
Council owned vehicle for offlclel dulles. The Executive Mayor has one full time bodyguard. 


36- Other Income 


Building plan fees 

204,932 

267,192 

Entrance fees 

1,100,276 

630,333 

Fire fighting services 

1,262 

1,863,772 

Proceeds with sale of stands 

1,415,151 

380,630 

Recoveries 

1,042.522 

254,639 

Traffic fines 

612.096 

492,067 

Other fees 

1,009,211 

947,969 


5,366,354 

5.056,622 
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35. Property rates 


Actual 


Improved Residential 

4,004,497 

3,630,167 

Unltnproved Residential 

10,033,173 

9,181.277 

Commercial 

9,040,045 

0.707,716 


23,083,715 

22,609,150 

Assessment rates are levied as follow: 

c 

C 

Unimproved Residential Stands 

10.05 

10.32 

Improved Residential Stands 

6.60 

6.20 

Business 

12,26 

11.55 

(Marloth Padt) Unimproved Residential Stand - valuation above R 40,000.00 

6.00 

6.20 


36.40 

34.27 

Rebates are granted to pensioners, pemnenent disabled persons, 
consolidated and notarial tide accounts as follow: 

% 

% 

Consolidated or Notarial tide 

_ 

_ 

^ 2 stands 

20 

20 

- 3 stands 

30 

30 

- 4 stands or more 

40 

40 

Pensioners or Permanent medical^ disabled 



- Inconrte less than R 1,200 per month 

40 

40 

- income more than R 1,200, but less (hatn R2, 000 per month 

20 

20 


150 

150 

Rates are levled on annual basis and repayable In twelve equal payment with the final date of paynienl being 30 June 2009 
(2008: 30 June). Interest at 11.6% per annum (2008: 15,5%) Is levied on outstanding rales. 


Valuations: 

Residential 

172,036,881 

172,036,681 

Commercial 

81,478,600 

81,478,500 

State 

340,700 

340,700 

Municipal 

12,433,200 

12.433,200 

Unknown - not yet classified 

75.992.500 

75.092,500 

Supplementary Values 

6.547.400 

- 


348,829,181 

342,281,781 


AeGosGment rales are charged on the valuation roll done before demercatlon. Valuellons on land are performed every three 
years and the last general valuation cemo into effect on the following date: 

01 July 2009 
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Revenue 


Property Rates 

Sale ofWater 

Sale of Electricity 

Refuse removal 

Rental of facllllles and equipment 

Penalties Imposed on properly rates 

Interest earned on receivables 

Licences and permits 

Government grants and subsidies 

Sewerage charges 

35 

34 

23,083,716 

7,692,955 

24,202,020 

3,144,031 

847,510 

1,252,693 

7,910,674 

260,779,731 

2,770,701 

22,600,150 

7,384,207 

16,186,592 

3,159,684 

614,060 

378,616 

1,605.691 

3,167,673 

185,302,036 

2,311,378 



331,664,121 

254,796,393 

Cost of basic service delivery 

Opening Irivenlory 

Purchases 

Closing inventory 


(1,262,283) 

(25,124.621) 

174,614 

(1,246,462) 

(20.670.849) 

1,262,283 


22 

(26,212,290) 

(20,655,028) 

Gross surplus 


305,471,831 

234,143,305 

Other Income 

Fees earned 

Recoveries 

Interastracelvad 

Mark to market gains on biological assets 

23 

24 

4,343,832 

1,042,522 

17,419,707 

4,802,183 

254,630 

469,991 

12,106,777 



22,606,061 

17,632,590 

Expenses (Refer to page 47) 


(225,717,200) 

(181,815,366) 

Surplus before finance cost for the period 

Finance costs 

25 

102,560,692 

(3,332,309) 

69,960,590 

(3,101,155) 

Surplus 1 (deficit) for the period 


99,228,383 

60,859,435 
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Nkomazi Local Municipality 

Annual Finandaf 8LalemenIs for the year ended 30 June 2009 


Detailed Statement of Financial Performance 



2009 

Note(3) 

2008 

R 

Expenees 

Accounting fees 

(430,552) 

(74,701) 

Advertising 

(545,628) 

(311,616) 

Auditors remuneration 

(600,907) 

(4,679) 

(800,701) 

Bed debts 

- 

Bank charges 

(510,625) 

(322,601) 

cleaning 

(202,389) 

(83,490) 

Courier costs 

(251,654) 

(226.221) 

Computer expenses 

(1,664,390) 

(272,024) 

Consulting end professional fees 

(4,765,451) 

(1,240.535) 

Consumables 

(2.300.460) 

(910,487) 

Provision for credit losses 

(1,616.626) 

(1,046,936) 

Depreciation, amortisation and Impairments 

(30,290,672) 

(24,362,685) 

Disaster management 

(447,766) 

(327,446) 

Employee costs 

(101,480,907) 

(69,423,926) 

Errtertalnment 

(1,334,520) 

(662,370) 

Municipal charges 

(2,990.077) 

(2,574,952) 

Remuneration of Councillors 

30 (11,998.076) 

(11.222,838) 

Projects 

(1.132,149) 

(6,137,623) 

Membership fees 

(1,000,940) 

(276,732) 

Networks and substations 

(1,033,105) 

(1,401,324) 

New connections 

37 (3,467,011) 

(1.545.952) 

Unlfonus 

(881,512) 

- 

Hire 

(1.030,902) 

(1,004,011) 

Insurance 

(1.043,024) 

(739,954) 

Lease rentals on operating lease 

(1,403,639) 

(1,207,205) 

Legal expenses 

(3,196,738) 

(790,599) 

Loss on disposal of assais 

(20,054) 

- 

license fees 

(26.912) 

(2,088,454) 

Medical expenses 

(59,633) 

(126,929) 

Motor vehicle expenses 

(5,466,158) 

(6,635,829) 

Town planning 

(1,069,242) 

(103.685) 

Pest control 

(116,582) 

(00,192) 

Bulk Electricity Purchases 

(27,159,741) 

(17,535,231) 

Postage 

(175,002) 

(137,328) 

Printing and stationery 

(955,051) 

(931,613) 

Repairs and maintenance 

(6,976,660) 

(4.631,770) 

Research and development costs 

(09,020) 

(18,374) 

Security 

(3,121,061) 

(2,786,595) 

Staff welfare 

(81,670) 

(40,391) 

Telephone and fax 

(3.000.002) 

(1,073) 

Training 

(990,009) 

(828,369) 

General Expenditure 

95.247 

48,898 


(225,717,200) (181,015.365) 
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